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Summary 

The health of the U.S. manufacturing sector is of ongoing interest to Congress. Numerous bills 
aimed at promoting manufacturing have been introduced in Congress, often with the stated goal 
of creating jobs. Implicit in many of these bills is the assumption that the manufacturing sector is 
uniquely able to provide well-paid employment for workers who have not pursued advanced 
education. 

U.S. manufacturing output has risen significantly over the past five years as the economy has 
recovered from recession. This upswing in manufacturing activity, however, has resulted in 
negligible employment growth. Although a variety of forces seem likely to support further growth 
in domestic manufacturing output over the next few years, including higher labor costs in the 
emerging economies of Asia, higher international freight transportation costs, and increased 
concern about disruptions to transoceanic supply chains, evidence suggests that such a resurgence 
would lead to relatively small job gains within the manufacturing sector. Manufacturing wages 
are below those in many other industries and are declining in relative terms, suggesting that the 
modest resurgence in manufacturing activity has not improved the bargaining power of workers 
in the manufacturing sector. 

The past few years have seen important changes in the nature of manufacturing work. A steadily 
smaller proportion of manufacturing workers is involved in physical production processes, while 
larger shares are engaged in managerial and professional work. These changes are reflected in 
increasing skill requirements for manufacturing workers and severely diminished opportunities 
for workers without education beyond high school. Even if increased manufacturing output leads 
to additional employment in the manufacturing sector, it is likely to generate little of the routine 
production work historically performed by workers with lower education levels. 

As manufacturing processes have changed, factories with large numbers of workers have become 
much less common than they once were. This suggests that promotion of manufacturing as a tool 
to stimulate local economies is likely to meet with limited success; even if newly established 
factories prosper, few are likely to require large amounts of labor. 
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Introduction 

After a prolonged slump, the U.S. manufacturing sector is showing notable signs of revival. In 
part, the upturn in manufacturing output is cyclical, as global economic growth recovers 
following the downturn in 2008-2009. At the same time, however, there are indications that other 
forces may be contributing to the revival of U.S. manufacturing. Higher labor costs in the 
emerging economies of Asia, higher international freight transportation costs, and heightened 
concern about the risk of disruptions to long, complex supply chains all increase the relative 
attractiveness of the United States as a location for factory production. 

The strengthening of U.S. manufacturing is a subject of ongoing interest in Congress. In the 1 14 th 
Congress, bills have been introduced to make grants to manufacturers that provide training to 
military veterans (H.R. 344); improve manufacturing competitiveness by eliminating duties on 
imported goods when similar goods are not produced in the United States (S. 998); emphasize 
manufacturing in university engineering programs (H.R. 1441, S. 771); provide tax credits to 
start-up companies that construct advanced manufacturing facilities in the United States (H.R. 
2550); make manufacturers of trucks and vessels eligible for grants under the Advanced 
Technology Vehicles Manufacturing Program (S. 1181); offer financial assistance to 
manufacturers for investments in energy efficiency and renewable-energy technologies (H.R. 
2296); strengthen requirements that federally supported transportation and infrastructure projects 
use domestically produced steel, iron, and manufactured goods (S. 1043); increase the tax credit 
for manufactured products if substantially all the related research and development occurs in the 
United States (H.R. 1852); and support manufacturing activity in a variety of other ways. 

In public discourse, the revival of manufacturing is often associated with a variety of policy 
objectives, particularly with respect to employment. Most notably, proponents of support for the 
manufacturing sector often associate increased manufacturing activity with the creation of jobs 
for workers without higher education. Evidence suggests, however, that even strong growth in 
manufacturing output could well have only modest impact on job creation, and is unlikely to 
reverse the declining demand for workers with lower levels of education. 



Employment in the Manufacturing Sector 

At the start of the 21 st century, 17.1 million Americans worked in the manufacturing sector. This 
number declined during the recession that began in March 200 1 , in line with the historic pattern. 
In a departure from past patterns, however, manufacturing employment failed to recover after that 
recession ended in November 2001 (see Figure 1), even though U.S. manufacturing output 
increased over the next seven years. By the time the most recent recession began, in December 
2007, the number of manufacturing jobs in the United States had fallen to 13.7 million. Currently, 
12.3 million workers are employed in the manufacturing sector. 
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